Health Services Report dated January 30, 2006 titled Inclusion of Harris and
Rodde Settlement Amounts in DHS Fiscal Outlook and Funds Designated
for capital and equipment
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INCLUSION OF HARRIS AND ROPBDE SET';LEIVIENT ANMOUNTS IN DHS
FISCAL OUTLOOK AND FUNDS’DESIGNAXTED FOR CAPITAL AND
EQUIPMENT

This is in response to Supervisor Molina’s inquiry regarding the above subject at the
January 24, 2006 Board meeting.

Attached for reference are two documents:

Attachment A: Harris and Rodde Mediation Proposal Summary of Estimated

Fiscal Impact

Attachment B: DHS Fiscal Outlook - January 10, 2006 (From January 13,

2006 DHS Board memo)

Also, for reference, the $276 million referenced by Supervisor Molina is the
difference between the $(337.8) million total at the top of Attachment A and the
$61.4 million total at the bottom of the same schedule. The component numbers of
the $(337.8) million total on Attachment A of $(103.5), $(113.4) and $(120.9)
million are the sum of the numbers on Lines 8. and 9. on Attachment B for Fiscal
Years 06-07, 07-08 and 08-09, respectively. For example, the amounts for
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Fiscal Year 06-07 on Lines 8. and 9. on Attachment B of $(69.4) and $(34.1) million
add to the $(103.5) million on the first line of Attachment A.

The “Net Impact” amounts on the fourth and seventh lines of Attachment A for each
particular fiscal year (Fiscal Years 05-06 through 08-09), as well as the $17 million
on the eighth line and the $(2.2) million on the ninth line of Attachment A can be
directly traced 1o Lines 10., 11.,12., and 13. on Attachment B.

With respect to how much of the LAC +USC investment cost is expected to be
spend on capital equipment, LAC +USC’s CFO has advised us that none is currently
planned. However, a total of $956,955 per Attachment C is expected to be
purchased by LAC+USC to be used to help accomplish census and length of stay
reductions targeted by the settlement. LAC+USC plans to purchase these
equipment items from existing FY 05-06 budgetary resources.

Please let me know if you have any questions or desire further information.
BAC:gww

Attachments

c: Chief Administrative Officer

County Counsel
Executive Officer, Board of Supervisors



HARRIS AND RODDE MEDIATION PROPOSAL ATTACHMENT A
SUMMARY OF ESTIMATED FISCAL IMPACT
JULY 2005

Fiscal Years/$ in Millions*

LAC+USC Proposed Seftlement Term

FY 05-08 FY 06-07 FY 07-08 FY 08-09 Total

Cost of Inability to Reduce LAC+USC $0 ($103.5) @ ($113.4) @ ($120.9) @ ($337.8)
100 Beds and Close/Divest Rancho
Beyond 06/30/06"
Proposed Investment Cost™® to Reduce (812.9) ($19.3) ($19.9) ($20.5) ($72.6)
LAC+USC's Budgeted Census
Through Reduced Average Patient
Length of Stay (6.5 to 6.0)
Estimated Savings at LAC+USC from 7.5 17.9 28.6 39.7 $93.7
Reduced Budgeted Census

Net Impact - LAC+USC ($5.4) ($1.4) $8.7 $19.2 $21.1

RLA Proposed Settlement Term

Cost of Rancho Takeover {$0.4) ($0.4) ($0.4) $1.2)
Negotiations, Oversight Panel

and Review with Plaintiffs and

Liver Clinic Monitoring

Savings from Reducing Rancho’s 0 11.5 15.2 $26.7
Budgeted Census from 181 to 147

Net Impact — Rancho ($0.4) $11.1 $14.8 $25.5
One Year Savings of Post Settlement $17.0 $17.0
Closure/Divestiture of Rancho at
147" Beds vs. 191 Beds
Plaintiff Attorney Fees ($2.2) . ($2.2)
(One-Time Fees)
NET VALUE OF SETTLEMENT ($8.0) $9.7 $23.5 $36.2 $61.4

PROPOSAL

* Does not reflect unknown potential impact of State Medi-Cal Redesign. FY 07-08 LAC+USC Operational costs are based on
current facility, since updated operational costs projections for the new LAC+USC are still pending.

Notes

™ The current DHS Fiscal Outlook assumes reduction of LAC+USC 100 beds and closure/divestiture of Rancho on 06/30/06
@ per March 14, 2005 DHS Report “Heaith Department Budget Committee of the Whole”, Attachment D, line 16.
® Includes 60,000 annual visits primary care diagnostic center {opening 01/01/08) and a one time equipment expense of $0.3 M, ER
ancillary support services, outpatient surgery offload to CHC'’s, 31 case managers and hospitalist program. For FY’s 07-08 and 08-
09 assumes 650 and 615 average daily census with at least 38,000 admissions. For FY 07-08 assumes a census of 600 in a new
LAC+USC and 50 off-site psych beds. For FY 08-09 assumes a census of 565 in a new LAC+USC and 50 off-site psych beds.

Assumes census and ALOS for FY’s 05-06, 06-07, 07-08, and 08-09 are 720 and 6.5, 685 and 6.5, 650 and 6.2, 615 and 5.9,

respectively.
@ Includes 12 beds for ortho-diabetes and arthritis services.

07/27105
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COUNTY OF LOS ANGELES - DEPARTMENT OF HEAL TH SERVICES

DHS FISCAL QUTLOOK - JANUARY 10,2006 .

{8IN M LLIONS BASED’ ON FY 05-08 SUPPLEMEN TAL BUDGET RESQLUTION) !

- Does not include the impact of the medical school dgreements which are currently belng negofiated for LAC+USC, HIUCLA and OVMC. Assumes CBRC/FQHC will be extanded for each year beyond FY 04-05.
CBRC extension for LA County's outpatient and clinlc care was included In the FY 05-08 Adopled-State Budget. A Medi-Cal Stale Plan'Amendment to extend the program Is currently pending GMS approval.
- Includes additional Medi-Cal Redasign funding of-$72.7M,'$82,1M, $108,4M, $112.7M, and $118.1M for FY's 05-08 throuigh 08-10, respeciively, for a total benefit of $503.0M over five years,

~ Includes sfficency savings for KDMC of $20.9M, $28.5M, $30 8M, and §32.1M for FY's 06-07 through 09~10 respecllvaly.

mexcelprajectalecarscaniy 0500\02 =january 17, zooﬁinwonlaumn-ry (d).xba}fiscel outiack
NG 11:62AM -

_ FISCAL YEARS I COLUMNS s
Line # 2002-03/(1) 2003-04/(2) 2004-05/(3) ~ 2005-06/.(4) ~ 2006-07/(5) _ 2007-08/(6)  2008-08/(7)  2008-10/(8) TOTAL/(9)
1. surplus/Dellclt as of June 26, 2002 $ (3266) 5 --(54B2) § (708.4)
2. Scenario Il Reductions / Use of Deslgnallon FunqS *(see note) 267.8 327.8 3579
3. Original Fiscal Stabllization Revenue Request to help fund *(see nofe) $ (588 $ (2214 § (519 5 @AV wBNWs wsg s  G13HYY| § (24083
Scenario Il (Not Budgetary Shortfall by FY)
4. Actual / Forecast Update @ @)(€)#) 263.9 3400 3218 821.0 @ 175.4 188.0 158.6 (144.2)
5. Aclual/ Forecast Surplus/(Shortfall) $ 2639 $ 2812 $ 100.4 § 4804 $ (2122) $ (367) $ (3052) § -(B47.8) $ (647.9)
6.  Beginning Fiscal Year Fund Balance . 121.0 ™ 353.1 © 4528 ¥ 197 ® 4888 276.8 40.9 40,9 40.9
7. Estimated Cumulative Year-End Fund Balancel(Shorﬂall) $ 3849 $ 634.3 $ §53.2 $ 488.8 $ 276.6 $ 40.9 $ {264.3) $l (606.7) $ (606.7)
8. Defer Rancho Clnsure{Dlveslllure per Harrlisodde smllemant {hrough
FY 07-08 and for One-Year Post-Settlement.. $ - 3 (405) % (538) $ (585) § (684) § (169 § @818), $ - $  (391.0)
8.  Defer LAC+USC 100 Bed Reduction per Hamis/Rodde Sefilement , ‘
through FY 08-10, - (16.1) (28.8) (31.9) (34.1) " {36.5) (39.1) (41:8), (228.3)
10.  Net Impact of Hamis/Rodde Proposal at LAC+USGC - - - - (654 (1.4) Y 18.2; ¢ ig-ie-r 409
1. Netimpact of Harris/Rodde Proposal at Ranchio™ ' - - - (0.4) 111 14.8 - - 255
12, NetImpact of Operating Rancho for One-Year Post-Settiement™ - - - - - - 1?\'1-0 - 170
13, Costof Plaintif Atomey Fees. - - - @22) - - - - @2
14, Impact to Beyinning Fiscal Year Fund Balanca - - {65.6) _(149.3) (248.7) _(342.5) (432.4) (617.1) N/A
. %
15, Revised Estimatad Cumulative Year-End Fund Balance/(Shortfall) | § 3849  § 5687 5 4039 . $ 2404 $ (659) $ (3015 § (ei4@ s (11458 s (1,458 "
18.  Use of Deélgnallon»Funds - Décreasel(lncrease) ' . $__(183.8) % 1648 $ 163.8 $ - 2404 3 - $ - s hd
NOTES TO FISCAL OUTLOOK
* " The $56.8 mllllon of FYY 02-03 service.culs are. efficiencles already In the FY: 02-03 budget base at this polnt in time and; thersfore, doesn't appear on this schedule. ‘
(A) ‘These amounls are exlrapolalluns from the original 80% Medlcald block grant request used to determine the- llscal stabllization revenues for the June 2002 .DHS Strategic Plan, which only extended through FY 05-08.
(B) Includes revenues prevlously shown separately (Measure B, SPCP/UPL Walver, 8B 855, and the Federal. porﬂon of the Oulpallenl Lawsuit Selllamenl)
(C) These amounts.are potenually lmproved by.the managed care supplement proposal curnamly belng worked on with' the State and Federal governments.
[v)] Relleets am "unldanllf ed budgat surplus”of $80.0M for| FY's 05-06 through 09-10 added by the CAQ,
(E) Does. not include the Impact.of the madlcal school agreements whlch are curently halng negolialed for LAC+USC, H/UCLA and OVMC for FY's 05-08 lhrough 09-10, Assumes CBRCIFQHC will be extended for each year
beyand FY 04:05, CBRC exlenslon for.kA Cnunly‘s outpatient and cllnlc care was Included In the FY 05-06 Adopted Stale Budget. A Med!-Cal State Plan. Amendmenl fo extend the program
currently pending cMs: approval, "
(F) Does not take into account the-opening of the LAC+USC replacement faclllly in July 2007 for FY’s 07-08 through 09—10 Per LAC+USC, cumrent financlal projecllons for the new LAC+USC are slill In progress.
(G) Reflecis release of the $96.1M trust fund réserve, =~
(H) Reflectsa beglnnlng fund balance of $366.9M less the $245.8M fund balance Includad In the FY 02-03 Supplemental Budget Resolulion.
" () Refiects a beginning fund balance of 384, oM less the $31.8M fund balance Included In the FY 03-04 Supplemenlal Budgel Resolution.
()  Reflects a beginning fund balance of $568.7M less the $115.8M fund balance included in the FY 04-05 Supplemental Budget Resolution,
(K}  Reflects a beginning fund balance of $403. BM less {he $384.2M fund balance lncludad In the FY 05-08- Supplemental Budget Resolution.
(VI Per Hanis/Rodds sefilement propusal ‘census will'be reducad lhrough a reduced average pallenl length of stay. (8 6§ fo 8. 0), includes enablers and resulting savings.
(M) Per Haniisodda sellloment proposal lncludes Rancho ‘takeover negollalluns. overslghl panel and ravlew with plalntlffs, liver clinic-monitosing and reducing Rancho's budgeted census from 181 1o 147.
{N) Reflects savlngs from operafing Rancho- al a reduced census (147) for one-year pusl-seerment In. preparallon for dusum/dlveslllure on June 30, 2008. ’ o
(0) The foracast annual aperaling shurtfalls for FY's 07-08, 08-09, and 09-10 are '$325; BM, $368.8M, and $364.4M, respacllvely
P)
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For Urgent Access and Diagnostic Center

LAC +USC MEDICAL CENTER

LISTING OF INTENDED EQUIPMENT PURCHASES IN FY 05-06

TO ENABLE CENSUS AND LENGTH OF STAY REDUCTION

Qty.

NN = = am A

Fixed Assets -
Equipment

ER-1060

Radiology

[E33 PHILLIPS Ultra Sound
Digital Chest Unit

MAC 5500 Cardio

MAC System Tolly-Cardio

For Hudson CHC Surgery Expansion

—_— ) ) ) E

Fixed Assets -
Equipment

Anesthesia Machine
Orthoscopic Unit
Laparoscopic Unit
Orthopedic Microscope

Equipment Classification Category Unit Cost
Medical Major Moveable Equip. $ 89,654
Medical Major Moveable Equip. 81,800
Medical Major Moveable Equip. 244,875
Medical Major Moveable Equip. 270,000
Medical Major Moveable Equip. 9,625
Medical Major Moveable Equip. 688
Total

Equipment Classification Category Unit Cost
Medical Major Moveable Equip. $100,000
Medical Major Moveable Equip. 50,000
Medical Major Moveable Equip. 50,000
Medical Major Moveable Equip. 50,000

Total

GRAND TOTAL

Total Cost

$ 89,654
81,800
244,875
270,000
19,250
1,376

$706,955

Total Cost

$100,000
50,000
50,000

50,000

$250,000

$956,955
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